
DOCKET FILE COPY ORIGINAL

Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C.

RECEIVED

UUL - 2 1993
FeDERAL calMUNlCATIONSCOIIIMISD

aTr:E~ lHE SECRETARY

Implementation of Sections
of the Cable Television Consumer
Protection and Competition Act
of 1992

Rate Regulation

)
)
)
)
)
)

MM Docket No. 92-266

REPLY COMMENTS OF CONTINENTAL CABLEVISION, INC. ON FURTHER NPRM

Robert J. Sachs
CONTINENTAL CABLEVISION, INC.
The pilot House
Lewis Wharf
Boston, MA 02110
(617) 742-9500

Paul Glist
James F.Ireland
Robert G. Scott
COLE, RAYWID & BRAVERMAN
1919 Pennsylvania Avenue, N.W.
Suite 200
Washington, D.C. 20006
(202) 659-9750

July 2, 1993

No. ofCopleerec'd~
UstABCDe



--- ---

TABLE OF CONTENTS

I. Low Penetration Systems Cannot Be Read
Out of the Definition of "Effective Competition"
For Any Purpose........................................... 1

II. Penetration of Less than 30% Reflects Lack
of the Market Power Which Congress
Attributed to Cable 4

A. Low Market Share Is An Accepted
Measure of Market Power ..........••••..••..........•• 4

B. The Telcos' "Study" of Below-30%
Markets Is A Self Interested
Collection of Unscientific Guesswork •.•••••••.....••• 5

III. The Commission Should Act Upon the Facts,
Not Political Prejudice••..••.............•.••.......•.•• 10

A. Exclusion of Below-30% Markets Is
Part of Chronic Efforts to Force
Fit Facts to Meet Uninformed
Regulatory Prejudices •••••..•..•••.••.•••..••....••. 10

B. Exclusion of Below-30% Markets Will
Restructure the Entire Cable Industry
Based Upon a Snapshot of 27 Small
Systems, Without Any Basis in
Statistical Reason ••.•••••.•.•..•••••••••••••.•••.•• 11

CONCLUS I ON. . . • . . . . . . . . . . . . . • • . . • • • . . . . . . . . . . • . • • • . • • • • . . . . . . .• 13



SUMMARY

Congress has provided that in regulating basic rates,

the Commission "shall take into account ••• rates for cable

systems ..• subject to effective competition." In conducting

cases concerning cable programming service rates, it "shall

consider" the same rates from the same markets. Nothing in the

statute provides the Commission with authority to ignore that

unequivocal mandate or to rewrite the definition of effective

competition. The ACLU decision forbids the Commission from

taking such liberties with the Act. Some commentators suggest

that below-30% markets are defined as "effectively competitive"

solely to protect small, rural, and new systems from regulation.

But Congress knew precisely how to address such systems in its

small system, rural telco, and three-year holding provisions, and

did not do so in its rate regulation mandate.

Congress included below-30% markets in the definition

of effective competition because such markets are free of the

market power Congress ascribed to more heavily penetrated cable

operators. This is confirmed by the antitrust law reviewed in

Continental's earlier comments, and should come as no surprise,

since it is a measure of market power followed by the FCC and

telephone companies themselves. The telcos' comments should be

seen for what they are: gratuitous comments by those whose only

interest is to deny cable the revenues needed to upgrade its

infrastructure and potentially compete with the telcos' local

monopoly. The Hazlett study is a collection of unscientific



anecdotes containing no market research but ample supposition.

If he is correct that operators in below-30% markets have market

power and are maximizing profits, how is it that Continental's

South Central Los Angeles system can achieve neither profits nor

market share? Nor is his logic sound in explaining away low

penetration. He seeks to dismiss each below-30% market as too

old, too non-white, too poor, too rural, too theft-ridden, too

small, or too doubtful on the numbers. Continental has

high-penetration systems with each of these characteristics. If

cable didn't serve such customers, cable would only be a niche

service for white suburban yuppies in crime-free communities.

Efforts to exclude the below-30% markets from effective

competition are just one more example of a chronic problem in

this rulemaking: efforts to force fit facts into regulatory

prejudices, without, as CFA puts it, "empirical evidence of any

kind." For example, the Commission has already "found" a 10%

variance between competitive and noncompetitive rates, even

though the Commission's own data shows no statistically

significant difference in overbuild prices and overall prices

among systems with more than 5,000 subscribers. To meet

uninformed regulatory expectations, the Commission has

arbitrarily slashed the rates in systems serving 86% of the

nation's susbcribers without regard to facts. Removing the

below-30% markets will triple the rate cut for the entire cable

industry, based solely on rates charged by 27 small systems.

That leaves the benchmarks devoid of statistical validity.

-ii-
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Continental Cablevision, Inc. hereby replies to the

comments suggesting that the Commission revise its definition of

"rates for cable systems that are subject to effective

competition" so as to still further depress benchmark rates below

the 10% reduction already prescribed by Commission rules. The

suggestion is to exclude systems with fewer subscribers than 30%

of the households in the franchise area in order to achieve a 28%

rate cut.

I. Low Penetration Systems Cannot Be Read Out
of the Definition of "Effective Competition"
For Any Purpose

Even proponents of the plan to exclude below-30%

markets -- including NATOA, CFA, and the telephone industry

concede that "effective competition" is a statutorily defined

term which cannot, under ACLU,l/ be massaged away through

interpretation. l / Their argument is that "effective competition"

1/ ACLU v. FCC, 823 F.2d 1554, 1567 (D.C. Cir. 1987) cert.
denied 485 U.S. 959 (1988).

l/ Comments of National Association of Telecommunications
Officers and Advisors, et al ("NATOA") at 7; Comments of

[Footnote cont'd.l
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has two distinct meanings. They argue that below-30% markets are

included in a protection of "small," "rural" and "new" systems

from the burdens of regUlation. Telcos Comments at 9-10; NATOA at

6-7. But, they say, when it comes to actually regulating rates,

the Commission may look at and then disregard below-30% markets,

on the theory that by closing its eyes after a glance the

Commission will have satisfied its duty to "take into account"

markets with effective competition. These statutory revisionists

are wrong for five reasons:

1. Congress mandated that the Commission design rate

regUlations for basic service to protect subscribers from rates

that exceed those "that would be charged if such cable systems

were SUbject to effective competition." 47 U.S.C. S 543(b)(1).

Further, in setting basic rates, the FCC "shall take into account

••• rates for cable systems .•• subject to effective competition"

as a class. 47 U.S.C. S 543(b)(2)(C)(i). There is no authority

to ignore the statutory mandate, to ignore the definition of

"effective competition," or to pick and choose among such rates

merely to justify a predetermined result.

2. Congress also mandated that the Commission, in

setting cable programming service rates, "shall consider" "rates

[Footnote cont'd.]

Consumer Federation of America ("CFA") at 2; Joint Comments
of Bell Atlantic, et al ("Telcos") at 8.
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for cable systems .•. subject to effective competition" as a

class. 47 U.S.C. § 543(c)(2)(B). There is no authority for the

Commission to ignore the mandate and the definition to decide

that it will never consider rates in the below-30% markets in the

individual cases it is supposed to conduct on CPS tier rates.

3. Congress' inclusion of below-30% markets in the

definition of "effective competition" markets cannot be dismissed

as an effort limited to protecting small, rural, or new cable

systems. Congress knew precisely how to address such systems:

small systems are given exemptions from rate regulation and must

carry, 47 U.S.C. S 543(i), 534(b)(1)(A); rural areas are opened

to telephone competition, 47 U.S.C. S 533(b)(3); new cable

systems are regulated by trafficking rules, 47 U.S.C. S 537(a).

Accepted rules of statutory construction preclude a finding that

Congress intended its below-30% provision to be as narrowly

focused as the revisionists pretend.

4. If it is true that one may properly "take into

account" and "account for" statutory factors by considering and

rejecting them, then the Commission's Joint Cost order for

telephone companies is apparently a nullity. Telcos may account

for costs by ignoring them, and state PSC's may "take into

3/account" affiliate transactions by ignoring them, too.-

1/ See,~, Joint & Common Costs, 62 R.R.2d 163, 250 ("state
regulatory commissions may .•. take into account

[Footnote cont'd.J
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5. The 1992 Act is rife with loose language. But one

mandatory purpose is clearly to set basic service rates at levels

prevailing in markets subject to effective competition. 47

U.S.C. S 543(b)(1). The Commission would contravene that purpose

by setting rates lower than rates prevailing in those markets.

II. Penetration of Less Than 30% Reflects Lack
of the Market Power Which Congress
Attributed to Cable

A. Low Market Share Is An Accepted
Measure of Market Power

The reason Congress adopted "effective competition"

markets as a measure for reasonable basic rates is because such

markets are free of the market power which Congress attributed to

cable.!/ Continental's earlier comments demonstrate how

antitrust law and Commission precedent confirm that premise. The

telephone companies express astonishment that Congress would

[Footnote cont'd.l

transactions with affiliates") (1987), on reconsideration, 2
F.C.C.Rcd. 6283, 6305 (1987), on further reconsideration, 3
F.C.C.Rcd. 6701 (1988); 47 C.F.R. 5S 32.l4(b)-(d),
32.23(b)-(c).

!/ See Comments of Continental Cablevision, Inc. in this FNPRM
(June 17, 1993) at 5-9, discussing support in antitrust law
and Continental's experience. Some commentors point to
Congressional testimony by a cable industry lobbyist
regarding market power and market share, but Congress
rejected this testimony in drafting the definition of
"effective competition," just as it rejected most input from
the cable industry.
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include below-30% markets in that equation, but it should come as

no surprise to them. Market share is routinely used as a measure

of competition by telecommunications analysts. See,~, P.

Huber, The Geodesic Network II, S 2.68, 4.20, 4.44. Telephone

companies nationwide have argued in State PSC's and in court that

reduced market share represents effective competition and

marketplace rates. See,~, United States v. Western Electric

Co., 767 F.Supp. 308, 312 (D.D.C. 1991) ("The Regional Companies

••• contend most notably that they presently lack any market

share and therefore could not possibly have any market power.")

aff'd, 1993 U.S. App. LEXIS 12584 (D.C. Cir. May 28, 1993). Now,

in the FCC, they claim that cable operators continue to exercise

market power even when 70+% of the market chooses not to

subscribe.

B. The Telcos' "Study" of Below-30%
Markets Is A Self Interested
Collection of Unscientific Guesswork

The Joint Comments of Bell Atlantic, GTE and NYNEX

should be seen for what they are: gratuitous comments by third

parties who have no interest in this docket other than to cause

serious financial harm to potential competitors. Bell Atlantic,

GTE and NYNEX's sole objective is to deprive the cable industry

of the revenues it needs to upgrade its infrastructure and

potentially compete with the telcos' local monopoly.
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To support their new ability to divine market power

despite low penetration, the telcos commissioned a "study" by

Professor Thomas Hazlett which purports to be "a systematic

survey of each system in the Commission's low penetration

sample." (p.6). The Hazlett study is nothing more than an

unscientific collection of speculative comments by municipal

employees intermingled with selected demographic data in an

effort to justify the conclusion that "factors other than the

presence of competition account for the low penetration" (Hazlett

Affidavit, p. 7, para. 15) in such systems. This speculative

testimony should be disregarded.

Among the comments he quotes are those of the Mayor of

Fayetteville, Texas, who "speculated that the low penetration

rate .•• is due in part to the fact that the community is

composed of 'mostly older people' who simply 'can't afford it.'"

Similarly, Professor Hazlett quotes the City Clerk in Kinloch,

Missouri, as "saying that the only reason she could give for low

penetration was the fact that many residents probably could not

afford service." (Hazlett Affidavit, p. 8, para. 16). While

Fayettsville and Kinloch may be very poor towns, the demographic

data cited by Professor Hazlett shows that the unweighted median

household income for all the low penetration systems was $27,338

-- just 9% less than the $30,056 median household income for the

nation as a whole in 1992. (Hazlett Affidavit, pp. 7-8,

para. 17).
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Similarly, Professor Hazlett relies heavily on

anecdotal comments concerning elderly consumers. He quotes the

City Administrator for Johnson County, Texas, as saying "that

although Johnson County was a 'wealthy community,' many of the

residents were 'retired folks' who had concluded that the service

'is not worth the money.'" (Hazlett Affidavit, p. 9, para. 18).

Relying again and again on speculative comments such as these,

the demographic data that Professor Hazlett cites shows that the

unweighted average of the median age of heads of household for

all the low penetration systems was 49 years ~- only 4 years more

senior than the median age of heads of household for the entire

u.S. in 1992. (Hazlett Affidavit, pp. 9-10, para. 19).

Despite his attempts to use demographic data to

validate the "impressionistic reports" of the telephone

conversations that he had with various municipal employees, the

very demographic data he cites shows less than a 10% average

difference in median household income and age of heads of

household for all below-30% penetrated systems compared to the

U.S. as a whole. Although below average household income and

above average age can influence cable penetration, the variances

shown hardly explain why these systems' below 30% penetrations

are less than half the average penetration for all U.S. cable

systems.
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More important than what Professor Hazlett did is what

he did not do. He made no effort to compare the demographic

characteristics of the communities in his survey with demographic

characteristics of similar communities to see if those

characteristics, in fact, accounted for very low penetrations.

He did not conduct any market research in any of the subject

communities to find out why, in fact, people do or do not

subscribe to cable. He made no effort to ascertain the number of

broadcast signals or the quality of broadcast reception in any of

the communities to ascertain if, in fact, the availability of

broadcast signals created effective competition to cable. About

the only question Professor Hazlett did seem to ask those he

spoke with was whether there was another multi-channel competitor

in their town. But that, of course, was self-evident since the

FCC had already identified these as systems not having another

multichannel video competitor.

Even putting his empirical deficiencies aside, let us

analyse Professor Hazlett's logic:

Professor Hazlett contends that below-30% systems have

market power and are maximizing profits. Yet Continental's

actual experience in below-30% markets is of sustained losses.

If Continental had market power in South Central Los Angeles,'how

is it that it can achieve neither profits nor market share? See,

Continental's Comments of June 17, 1993 at 6-9.
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Professor Hazlett attributes the low market share of

every below-30% system to some seemingly plausible variable:

retirement age communities; the wrong demographics; below average

income; low density; rural pricing; high crime; "very small"

systems; dissatisfaction with service; and -- when all else fails

-- a suggestion that the penetration numbers are wrong. But even

assuming that there is any empirical merit to his observations,

these cannot be determinative variables: Continental has systems

with high penetration eXhibiting each of these characteristics.

For example, Quincy, MA (73% penetration) has 22% senior

citizens; Tamarac (57% penetration) has a median age of 63.5;

Springfield, MA (64% penetration) has a high theft rate;

Lawrence, MA (64.3% penetration) is 42.5% Hispanic and has median

household income 25% below the national average. If Professor

Hazlett were right in his variables, Continental would be out of

business in these communities (or at least have very low cable

penetration). Indeed, in Professor Hazlett's world, only white

yuppies living in affluent, crime free, suburban communities

(with excellent cable service) would subscribe to cable -- not

61% of U.S. households.

It has been said that "he who pays the piper calls the

tune." In their zeal to cause financial harm to the cable

industry, the telcos appear to have commissioned an entire

symphony (with maestro Hazlett conducting).
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III. The Commission Should Act Upon the Facts,
Not Political Prejudice

A. Exclusion of Below-30% Markets Is
Part of Chronic Efforts to Force
Fit Facts to Meet Uninformed
Regulatory Prejudices

This rUlemaking has been plagued by a chronic problem:

trying to forcefit the facts into uninformed regulatory

presumptions. As CFA admits, Congress adopted the Act without

"empirical evidence of any kind," (p.4) yet the Act is predicated

on "findings" of excessive rates and market power upon which the

telcos rest their case. The FCC has dutifully "found" an average

10% "excess" in rates -- even when there is no statistically

significant difference in the rates of 5,000+ subscriber systems

whether they are "competitive" or not.~/ Even the 10% "finding"

does not placate the cries for deeper cuts from those who --

without any "empirical study" -- assumed that rate gouging was

prevalent. So the cry to exclude below-30% markets is raised, to

make the facts fit the prejudices. But it would be irrational

and arbitrary for the FCC to yield to those prejudices.

~/ See Economists, Incorporated, The Effect of "Competition" On
Rates Differs for Large and Small Cable Systems at 4-7
(1993) (Attached to Petition for Reconsideration filed by
the National Cable Television Association, Inc., MM Docket
No. 92-266 (June 21, 1993» ("Economists, Incorporated
Study") •
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B. Exclusion of Below-30% Markets Will
Restructure the Entire Cable Industry
Based Upon a Snapshot of 27 Small
Systems, Without Any Basis in
Statistical Reason

The effect of eliminating the 64 systems with less than

30% penetration from the group of systems that face effective

competition would be to tie the pricing for 33,000 communities

across the u.S. exclusively to the pricing of 46 overbuild

systems. Of those 46 overbuilds, 27 are small systems with less

than 5,000 subscribers, 19 are systems which serve more than

5,000 subscribers.

Eighty-six percent (86%) of U.S. cable subscribers are

served by systems of 5,000 or more subscribers. For systems with

more than 5,000 subscribers there is no statistical difference

between their rates and the rates of the 19 systems with more

than 5,000 subscribers in the FCC's overbuild sample.~/ In other

words, the rates for overbuilds which have attained any

significant size mirror the rates of systems which serve 86% of

the nation's cable subscribers.

To come up with the alleged 28% rate differential

between competitive and non-competitive systems, the Commission

would have to rely solely on the 27 remaining below-5,000

subscriber overbuild systems in its sample. Despite the fact

~/ Economists, Incorporated Study at 4-7.
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that these systems have virtually nothing in common with cable

systems that serve 86% of the nation's cable TV households, their

rates would be used to set benchmarks for an entire industry. As

a practical matter, there is no basis in the record to assume

that such atypical systems exhibit cost characteristics

applicable to the entire industry. As a statistical matter, the

sample would be so small as to render the measure useless.

Indeed, even the 46 system overbuild sample is statistically

meaningless for the purpose of projecting rates for all cable

systems, because the margin of error entirely swallows any rate

differential. See Affidavit of Economics & Technology, 'Inc.

(Exhibi t A).

Efforts to exclude below-30% markets from the

"effective competition" benchmark are just more evidence of

wrong-headed refusals to face facts. Too many have assumed

without "empirical evidence of any kind" (to quote CFA) that

competition will reduce all cable5 Tare
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cable industry, rather than trying to force facts into an

irrational mold to serve political agendas.

CONCLUSION

For the foregoing reasons, and those contained in

Continental's June 17, 1993 Comments, Continental asks that the

Commission abandon this FNPRM.

Respectfully submitted,

July 2, 1993

-~--,
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MM Docket No. 92·266

STATEMENT OF DAVID J. RODDY, Ph.D.

1. My name is David 1. Roddy. I am a Vice President and Senior Economist at

Economics and Technology, Inc. One Washington Mall, Boston, Massach~setts 02108.

I have over fifteen years of both academic and applied experience with estimation and

application of econometric and statistical models, based upon a variety of both basic

and advanced methodololies involving data sets of many sizes.- A more complete

summary of my experience and qualifications may be found in Attachment A to this

Statement.

2. Economics and Technology, Inc. (En) has been requestlJd by Continental Cablevision

to review the regression model and the statistical effects of changing the number of

systems by which the Commission derived the benchmark rates in the Report and

On:kr (the Order) re1alsrd May 3, 1993 (see Appendix E). The FCC used a set of

cable operators in order to define 'effective competition t as required by the 1992 Act.

The PurtMr Notiu ofProposed RulemaJd"gI in this docket suggests narrowing the

I PCC 93-177. May 3. 1993. paragraphs 560 ~ 563.
•.Ii? ECONOMICS AND

IIil.JI TECHNOLOGY. INC.



Statement of David J. Rodd.Y
MM Docket No. 92-266
June 28, 1993
Pile 2

definition of systems subject to effective competition by excluding cable systems with

less than 30% subscriber penetration rates.

3. My analysis used both the rate data initially released by the Commission on February

24, 1993 and the data contained in the most recent computer diskette released by the

Commission, i.e., the "Updated Cable Rate Survey Database" of June 10, 1993. My

primary analyses used the SPSS (Statistical PacJc:aae for the Social Sciences)

microcomputer software proaram, with which I have substantial experience. The

Commission's June 10 disbtte indicates that it used SPSS in order to develop the

model documented in Appendix E of the Order. 1 have also used the well-accepted

econometric microcomputer software package Micro TSP in my investigation of the

data.

4. The benchmark rate tables reproduced in Appendix D of the Order, as the product of

the relationship doeumented in Appendix E, should reflect the well-accepted

uncertainty, or the 'confidence inteNal', associated with the statistical procedure

chosen by the Commission. This r&n&e of uncertainty is sometimes refetTed to as a

'marlin of error' and is commonly presented when reporting estimation results and

forecasts. Such uncertainty is the inevitable by-product of the (sensitivity' of the

estimation procedure to data errors, uncertainty about which variables should be used

(such as subscribers, number of channels, and number of satellite channels) and, most

importantly, to the random variation of the underlying sampling process. The

underlying sampling variability inherent in the Commission's Calculations focuses on

the question: "What would happen if we took another sample of different cable

systems and used the same procedures reported in Appendix E?" This is of critical

importance to the validity of the benchmarks because they are to be applied to virtually

all cable systems nationwide.

•
.&i? ECONOMICS AND
IiJI TECHNOLOGY. INC.



Statement of David J. Roddy
MM Docket No. 92-266
June 28, 1993
Pile 3

S. Standard statistical and econometric practice requires a recognition of the random

variation which occurs in statistical analysis of different samples of data, including

forecast and estimation error. Virtually all, if not all, textbooks in the fields of

statistics and econometrics include discussions of the importance of confidence

intervals around forecasts and estimates.2 In addition, Appendix E utilizes a 'stepwise

regression' technique to derive the formula.3 It is well known that this stepwise

rearession method exhibits some deficiencies relative to traditional regression

analysis.· This means that the model results are even less reliable than those from a

model estimated without using the stepwise regression method.

6. I calculated the 90% confidence interval for the Appendix E regression model

excluding from the data set systems with less than 30" market penetration. The

average predicted price using this restricted data set is SO.75 per channel. The 909'6

confidence interval of the model's estimate is a lower bound of SO.53 and the upper

bound is S1.08. Thus, for an average system in the data set excluding the under 30%

penetration systems, we would conclude that any actual value in this range would

represent an 'effectively competitiveJ system. The wide confidence interval renders

the sample effectively useless for predicting a 'competitive' rate or to prescribe rates

ror those systems not subject to "effective competition, because rates anywhere within

this rtmge of55-eents per chanMl are statistically identical to the a~ra8e roJe.

:l See, for exampJe, Greene, William H., Eco1llJtll«T1c AMlysls, New York, NY: MacMillan
Publishin, Company, 1990 (chapters' and 6); Theil, Henri, Principles ofEcollOlMtrlcs. New
York, NY: John Wiley" Sons, 1971 (chapters 2 and 3); and Wonnaeoct, Ronald J. and
Wonnacott, Thomas H., Econometrics. Second Edition, New York, NY: John WiJey " Sons,
1979 (chapters 2, 3, and 12).

:J Order, Appendix E, paragraphs 26-27.

4 ~I!, for example Wallaee and Asher, "Sequential Methods fa Model Conatruetion," S4 RnUw
o/Econo1fllcl and Stotlstics, 172-178 (1972). Indeed, the very software which was uaed by the
pee, SPSS, containa the following statemeat: ·Stepwise methods build a ',oad' equation, but
they compromise the statistics describin. the statistical adequacy. ·SPSS On Line Help Manual,
Stepwise Regression category" (emphasis added).

-d ECONOMICS ANDm TECHNOLOGY. INC.



. Statement of David 1. Roddy
MM Docket No. 92-266
June 28, 1993
page 4

I hereby affirm that the matters discussed in the foregoing document are true to the best of
my knowledge and belief.

•
.Ii? ECONOMICS AND
.uJ TECHNOLOGY. INC.



Statement of David J. Roddy
MM Docket No. 92-266
June 28, 1993
page 5

Attachment A

STATEMENT OF EXPERIENCE AND QUALIFICATIONS
OF DR. DAVID J. RODDY

A-I. I received a Ph.D. in Economics at the University of Wisconsin, Madison in 1980, an
M.A. in Public Policy and Administration from the University of Wisconsin, Madison and a
B.A. in Economics from the University of Illinois, Urbana. My fields of study include
Regulated Industries, Econometrics, Statistics, and Finance. I am a member of the American
Economic Association and the American Statistical Association.

A-2. From 1983 to the present time I have been employed as a consultant to Economics and
Technology, Inc. and then successively through other positions to my current position as
Vice President and Senior Economist. In these positions I have conducted major studies of
telecommunications issues, including productivity, incentive regulation & regulatory reform,
network modernization, intercompany cost comparisons, econometric demand and cost
models, statistical market research, cost allocation, and minimum cost network designs. I
have prepared continuing analyses of various issues related to the implementation of the LEe
Price Caps program, including recent comments on various statistical models submitted by
the LECs to estimate the effects of implementation of FAS-I06 post-retirement benefits
accounting changes in FCC Docket 92-101. I have also prepared detailed LEC productivity
studies in several states and have analyzed evidence on telecommunications industry
productivity.

A-3. From 1981 to 1983, I was a Senior Economist with Data Resources, Inc., a nationally
known consulting firm. There, I made contributions to DRI's well-known 1200 equation
forecasting model of the US economy. I also developed econometric and statistical models
for clients in the telecommunications and automotive industries. In addition, I have
performed analyses of various cost methodologies used by telephone companies to determine
costs and to set rates; and to estimate econometric telecommunications demand models to
determine estimates of repression and stimulation of demand as a result of price changes.

A-4. From 1978 to 1981, I was an instructor and later an Assistant Professor at the Business
School at the University of New Hampshire, Durham, teaching graduate and undergraduate
courses in Economics, Econometrics, and Quantitative Methods. From 1972 to 1974, I was
a staff economist with the Antitrust Division, U.S. Department of Justice, where I conducted
economic and financial analyses on antitrust cases and investigations in both regulated and
unregulated industries. In 1974, I received the Justice Department's Superior Performance
Award.

A-5. I have conducted studies concerning a wide range of econometric and statistical issues,
some of which are represented in the following papers:

•
.Ii? ECONOMICS AND
IiIJI TECHNOLOGY, INC.



. Statement of David J. Roddy
MM Docket No. 92-266
June 28, 1993
page 6
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